Small and medium size enterprises (SME's) represent a large and important part of the Canadian economy. However, little is known about the extent to which Canadian SME's utilize contemporary management accounting techniques such as costing systems, budgets, responsibility centre reporting, and analysis for decision-making. We conducted in-depth field interviews at 11 Canadian SME's to: (1) determine the extent to which widely accepted management accounting techniques and tools are being adopted at SME's of various sizes and industries and (2) explore the underlying reasons why specific techniques are not being used. We find that of the 19 well-known management accounting techniques addressed in our interviews, only a small proportion are moderately or highly used by the participating companies. Moreover, we find that manufacturing companies in our study are considerably more likely to use certain techniques such as costing systems and responsibility centre reporting. We discuss the implications of our findings for management accounting educators, textbook authors, and developers of professional education programs.
INTRODUCTION
This study examines the use of, and demand for, management accounting information in Canadian small and medium enterprises (SME's).
1 Industry Canada's July 2012 Key Small Business Statistics reports that of Canada's 1.12 million "employer business" establishments, 98% are considered small (<100 employees). An additional 1.7% or 19,000 companies are medium sized (100-499 employees). Together, they account for 54% of Canada's gross domestic product (GDP) and employ about 6.9 million (64 percent) of private sector employees in Canada. An alternative way of looking at this is to note that less than one half of 1% of Canada's business establishments fall into the non-SME or "large" firm category. This is true of other developed economies and even more pronounced for underdeveloped and middleincome countries.
Despite the prominent role of SME's in the Canadian economy, even a cursory glance at today's management accounting textbooks reveal techniques (e.g., activitybased costing, flexible budgeting) and analytical approaches (e.g., discounted cash flow analysis) that appear to be more applicable to large organizations than to SME's (e.g., Garrison et al. 2011) . Similarly, academic journals dedicated to the dissemination of management accounting research focus more on issues of concern to larger organizations than to the specific ways in which management accounting principles and 1 Industry Canada (2012) defines "SME" (small and medium--sized enterprise) as all businesses with fewer than 500 employees. Within the SME designation, a microbusiness is an enterprise with fewer than five employees, a small business is one with fewer than 100 employees (if the business is a goods--producing business) or fewer than 50 employees (if the business is a service--based business) and a medium business as one between 100--499 employees. Firms with 500 or more employees are classified as large businesses. Of the 1,122,306 employer businesses registered in Canada, 2,528 (about 0.2 percent) have 500 employees or more, 18,999 have between 100--499 employees and 1,100,779 employer businesses (98 percent) have fewer than 100 employees. http://www.ic.gc.ca/eic/site/061.nsf/eng/02715.html procedures can add value to lean, fast growing but smaller organizations (e.g., AbdelKader and Luther 2006; Clinton and White 2012) . Moreover, while there is a considerable popular literature on accounting for SME's, most of this is related to dealing with financial accounting and reporting impediments, tailored software applications and toolkits discussing bookkeeping, cash flow forecasts and budgets. At issue is the extent to which SME's have separate requirements that are not being captured either by the content of current management accounting educational materials, or the advice provided by accounting professionals or approaches taken by professional management accounting bodies.
The extent to which SME's make use of commonly taught management accounting techniques and tools is an important question in Canada. First, as noted above, SME's represent a significant portion of total Canadian economic activity with respect to GDP and employment. Second, management accounting practice was largely developed in a manufacturing era but Canada and many other industrialized countries have witnessed a steady decline in manufacturing. For example, Statistics Canada (2012) notes that manufacturing declined as a percentage of total GDP from 24.3% in the 1960s, to 15.6% in 2005, and in 2010, following the recession, accounted for only 13%. Much of manufacturing's decline has been offset by the growth in service producing industries that may not benefit from traditional management accounting techniques and tools designed for application in a production environment.
Third, while writers such as Nandan (2010) argue that SME's require sophisticated management accounting techniques comparable to what is used by larger organizations, this view is being challenged. Blank (2012) argues that the assumption that small business is simply a "small" version of a bigger business and requires the same management accounting tools as those utilized in large firms, is misguided. He points out that the primary focus of small companies is to "search" while the primary focus of larger companies is to "execute". For example, until recently, the advice to small organizations has been to adopt similar approaches to those of larger organizations (Blank 2012) . That is, develop an operating plan, construct a financial model, create a business plan and execute strategy, hire the employees, implement the marketing plan, and establish planning and control procedures. While this approach may be appropriate for well-established companies, analyses of small businesses shows that even well thought out business plans seldom survive first contact with customers. Blank (2012) contends that SME unpredictability is so high that prematurely devoting resources to "execution" type techniques and tools may actually contribute to high failure rates by distracting small businesses from their core mission of "searching for" and "refining" what customers need (or want) and are willing to pay for. 2 This view argues that the organization structures and information needs of SME's are very distinct and because they are constantly in survival mode, there is less need to focus on management accounting techniques and tools. Instead, the imperative for SME's is to concentrate their limited resources on refining their value proposition, establishing the customer/product/channel fit, and adopting a limited number of key performance metrics consistent with the dynamics of their specific revenue and cost stream(s).
Consequently, this research is motivated by our observations that for an economic segment as large and as important as the SME sector, there is a general lack of knowledge in Canada regarding the utilization of contemporary management accounting procedures and techniques. Our two primary research objectives are to: (1) determine the extent to which management accounting techniques and tools taught to Canadian business students are being used by SME's of various sizes and industries and (2) explore the underlying reasons why specific techniques are not used.
To address our research objectives we conducted 11 in-depth field interviews at SME's in southwestern Ontario. The focus of the interviews was on the extent to which 19 management accounting techniques commonly taught to business students (college or university) were being used by the company. For those techniques not used we sought management's rationale for non-adoption. We also asked management to describe additional information or analyses used for planning and control purposes.
Results show that the most commonly used management accounting techniques include operating budgets, costing systems, segment reporting, variance analysis, financial statement analysis, variance analysis (actual versus budget) and performance measurement systems incorporating non-financial metrics. The least used techniques include advanced costing approaches such as quality costing and activity-based costing, flexible budgeting, and discounted cash flow analysis. While we find some differences in the use of management accounting techniques when comparing small to medium companies in our sample, the differences are more pronounced when we compare manufacturing to non-manufacturing companies. In particular, manufacturing companies indicated considerably greater use of techniques such as standard costs and variable costing, as well as making greater use of responsibility centre reporting, cost allocations and cost behavior analysis.
Although based on a relatively small sample, our results are suggestive of a considerable disconnect between the management accounting techniques taught to business students and what companies are actually using. In particular we find that the non-manufacturing SME's in our sample indicated either or no or low usage for nearly two-thirds of the 19 techniques examined by our study. As the first study to document the use of management accounting techniques by Canadian SME's we believe our study lays the groundwork for a dialogue centred on the appropriateness of accounting curriculums currently being used by our post-secondary institutions. Similarly, our results are relevant to designers of professional education programs and suggest the need for training that emphasizes techniques utilized most by management in SME's such as financial statement analysis and performance measurement systems incorporating non-financial metrics. Further, our findings should also be of interest to textbook authors who largely control the content of what appears in contemporary management accounting texts. Given the potential implications of our results, we also believe further research is needed both in Canada and abroad to assess the extent to which they generalize beyond the sample used in our study.
The rest of the paper is organized as follows. The next section provides a brief overview of research that has examined the use of management accounting techniques in larger companies as well as SME's, following which we state our research questions.
We then describe our research method, present our results, and finally we conclude with a discussion of our study's implications.
LITERATURE REVIEW AND RESEARCH OBJECTIVES
There has been considerable research interest over the past 30 years in developing a better understanding of the management accounting (MA) techniques and tools actually employed by organizations (Nandan 2010; Perren and Grant 2000) .
Research in this area ranges from broad-based surveys examining the use of MA techniques in companies of varying size (e.g., Abdel-Kader and Luther 2006) to studies focused on the extent to which specific MA techniques such as performance measurement systems are used in SME's (Sousa, Aspinwall and Rodrigues 2006) .
While it is beyond the scope of this paper to provide an exhaustive review of this body of research, this section provides a brief overview of studies that have examined the use of a broad-set of MA techniques in both large companies and SME's. Next, we provide an overview of research that has specifically focused on the use of MA techniques in SME's. Finally we outline the research opportunities we have identified as the result of our literature review.
Broad-Based Surveys of MA Techniques
Research in this area typically examines the extent to which organizations of varying sizes employ MA techniques and tools commonly taught in introductory and advanced undergraduate courses in management accounting (e.g., Abdel-Kader and 
Use of MA Techniques by SME's
Our literature review reveals that considerably less research attention has been given to the use of MA techniques and tools by SME's. Moreover, most of the studies we reviewed in this area examine the use of specific MA techniques by SME's and tend to be focused on 'current' trends in management accounting at the time. For example, Hudson, Smart and Bourne (2001) use a series of 8 field interviews to document the way in which performance measurement systems (e.g., the balanced scorecard) are developed and used by SME's. 5 They find a considerable disconnect between what students learn about performance measurement during post-secondary education and what SME's do in practice. In particular, the SME's studied by Hudson et al. (2001) tend 4 Although the authors assert the importance of such cross-cultural analysis, their study offers few conclusions regarding the impact of culture on the use of MA techniques. 5 Hudson et al. (2001) motivate their study in part, based on the considerable interest in both academe and practice on innovative performance measurement approaches such as the balanced scorecard that began to gather momentum in the early 1990s (e.g., Kaplan and Norton 1992; Kaplan and Norton 1996) .
to have measurement systems that are not closely linked to firm strategy, focus heavily on financial metrics, and are developed on an ad-hoc basis by individual managers. Sousa, Aspinwall and Rodrigues (2006) examine the use of performance measurement systems in British SME's. Based on survey evidence, they find that SME's tend to use a limited set of financial metrics but the smaller companies in their sample did report making greater use of forward-looking measures related to innovation processes as well as using customer-related metrics. In a more recent example, Timans et al. (2012) study the use of the lean six-sigma approach (LSS) by SME's for implementing continuous improvement processes. Based on a combination of survey-data and indepth field interviews, Timans et al. (2012) find that about 40% of the SME's in their sample use some form of LSS but also report that the lack of resources represents a key impediment to adoption of the technique.
Our literature review yielded very few examples of studies that have looked at the use of a broader set of MA techniques by SME's. Davila and Foster (2005) examine the adoption of management accounting systems by startup companies in the U.S. Their sample consisted of 78 non-public companies that were less than 10 years old, and had between 50 and 150 employees. 6 They find that use of cash budgets and operating budgets is common but adoption of these tools is more likely by the larger companies in their sample and by the companies receiving venture capital. They also find greater use of budgets by startup companies who have a financial manager on staff. In a more recent study Ilias et al. (2010) uses the survey method to examine the adoption of MA practices by Malaysian firms across multiple industries. Some of their results are consistent with findings reported above for larger companies in that the majority (67%) of the 58 companies in their sample use budgets for planning and control purposes while relatively few use more specialized techniques such as target costing (32%) or economic value added metrics (12%). However, contrary to the results for larger companies discussed above, they find that 50% of the survey respondents use some form of activity-based costing.
Finally, there has been some research comparing the use of MA techniques by SME's to that of large companies. Brierley (2011) compares product-costing practices of SME's and large companies in Britain. Not surprisingly he finds that larger companies are more likely to use more sophisticated costing approaches such as employing multiple departmental rates for assigning overhead to cost objects or using activitybased costing. Using a similar approach, Clinton and Free (2012) 
Research Objectives
Despite the prominence of SME's in the business sector in Canada and elsewhere, our literature review shows a surprising lack of research examining the breadth of MA techniques used by these organizations. Our observations are consistent with those of Nandan (2010) who notes research focused on the use of management accounting by SME's is "considerably lacking" (p. 64). To the extent researchers have focused on SME's, with few exceptions (e.g., Davila and Foster 2005) the studies have tended to concentrate on the extent to which 'hot' MA techniques (e.g., performance measurement systems) are being used (e.g., Hudson et al. (2001) or have narrowly compared the use of a specific technique such as product costing across large and small companies (e.g., Brierley 2011). Moreover, we could find no research published in the past 20 years that has examined the use of MA techniques by Canadian SME's.
We believe the dearth of research focused on the use of MA techniques by SME's represents a considerable opportunity that is important to address. Given that about 64% of private sector employees in Canada work at SME's, research is needed that examines the congruence between MA topics taught to business students at Canadian post-secondary institutions, and the MA techniques actually used by a large segment of organizations. 7 Further, we concur with those who suggest that given the resource constraints, competitive pressures and opportunities for rapid growth faced by many SME's, understanding the types of MA techniques used by these organizations is important for educators and practitioners alike (Blank 2012; Mitchell and Reid 2000; Nanda 2010 ). Indeed, we believe SME's represent a fascinating setting in which to examine the types of MA techniques being used to facilitate and influence decisionmaking in a highly dynamic environment (Mitchell and Reid 2000) .
Given the general lack of research on the use of MA techniques by SME's and the particular shortfall of studies examining the breadth of those techniques used by Canadian SME's, we pose the following research questions:
RQ1:
To what extent are the common MA techniques taught to business students at Canadian post-secondary institutions being used by Canadian SME's?
RQ2:
For common MA techniques taught to business students at Canadian post-secondary institutions but not commonly used by Canadian SME's, what are the reasons for the lack of use?
RESEARCH METHOD Data Collection
We used in-depth field interviews instead of a survey-based approach to data collection for two related reasons. First, field interviews offer the potential to gather richer descriptive evidence because they provide an opportunity to ask follow-up and probing questions. For example, if a particular MA technique is not used by a given SME, consistent with prior research (Nandan 2010) we think it important to develop an understanding as to why this is the case. The interview method clearly lends itself to this type of follow-up much more readily than surveys. Accordingly, given the general lack of research on the use of MA techniques (or lack of use) by Canadian SME's, we felt it more important to gather rich evidence from fewer companies rather than using a widespread survey approach at this time. Second, in keeping with Perren and Grant (2000) we believe that not all management accounting techniques or information can be neatly classified using the pre-defined slate of topics found in typical introductory and advanced textbooks. That is, some management accounting information may be location-specific, developed to facilitate the idiosyncratic decision-making needs of SME owners or managers. As such, the interview method allows us more scope to explore MA techniques used by SME's that fall outside our pre-conceived notions of what we expect to find.
We used contacts in the local business community to identify potential participants for the study. 8 We attempted to find companies that ranged in size but still met Industry Canada's criterion of small (<100 employees) and medium (<500 employees) enterprises. We chose not to seek participation from microbusinesses, i.e., those with fewer than five employees, as we expected organizations of that size would be considerably less likely to employ anything other than very basic management accounting techniques. Table 1 summarizes the characteristics of the 11 companies that participated in our study including industry, number of employees, and the title and experience of the individual(s) who participated in the interview. As shown in Table 1 , we were successful in gaining access to SME's that ranged in size from 13 employees to 500 at the time the interview was conducted 9
. Given the focus of our study, it was important that our interviewees possessed a detailed knowledge of the accounting information being used by the organization and the type of analysis used to facilitate decision-making.
Accordingly, all interviews were conducted with senior accounting and finance managers (e.g., CFO, Director of Finance, and V.P. Finance) or the CEO. In one company, the CEO, CFO and Controller all participated in the interview. We also gained participation from organizations in a variety of industries as shown in Table 1 . For purposes of preserving anonymity, we have classified the participants as: (1) "hi tech"
companies, (e.g., software developers, gamification system developers); (2) manufacturing companies 10 ; and (c) automation companies that create automated systems for other organizations.
Insert Table 1 about here Overall we are satisfied that we have a reasonable sample of SME participants and that our interviewees possessed the expertise required to meaningfully respond to our questions. Moreover, there is sufficient variation in the characteristics of our participating organizations to facilitate observation of any trends that may exist in the use of MA techniques by SME's of varying size.
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Interview Content and Process
To identify the MA techniques and tools potentially being used by our SME respondents, we first conducted a review of the leading management accounting textbooks used in Canadian universities and colleges to identify the main topics being taught to business students. 12 As a reasonableness check, we compared the list of MA techniques and tools identified in our textbook review to those used by recent studies with research objectives similar to ours that reported the specific techniques included in their surveys (e.g., Abdel-Kader and Luther 2008; Alleyne and Weekes-Marshall 2011).
We found considerable overlap between our initial list of topics and the lists used in these two studies. The MA techniques covered by our interviews are summarized in 10 Although none of our participants were pure manufacturing companies, a number had significant components of manufacturing activity. 11 Consistent with prior research we anticipated that larger and more established SME's might make greater use of MA techniques than smaller and younger SME's (Abdel-Kader and Luther 2008). The range in size and age of our sample companies provides us with the opportunity to examine whether such variation impacts the use of MA techniques. 12 We reviewed Anthony and Govindarajan (2007) , Braun et al. (2012 ) Atkinson, et al. (2012 , Garrison et al. (2011 ), Horngren et al. (2012 and Mowen et al. (2012) . Given the high convergence of topics covered by these five textbooks, we deemed it unnecessary to conduct further reviews. texts did not cover zero-based budgeting) primarily to ensure there was sufficient time to discuss the 'core' set of MA techniques covered in all of the textbooks reviewed and thus more likely to be known to our interviewees. 13 Moreover, we gave all interviewees an opportunity to identify additional MA techniques being used that were not included in our list of questions. We believe it is reasonable to assume that our respondents would have identified any important MA technique not covered by our interview questions.
The interviews were semi-structured with details as follows regarding the approach and ordering of the questions:
• For each MA technique included in Table 2 , the interviewee was asked if the company used it (yes or no) and if not, to explain why not.
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• After completing our list of 19 MA techniques, the interviewee was asked to identify and briefly describe any additional techniques being used for planning, control or decision-making purposes that we had not covered.
13 Davila and Foster (2005) examine use of management accounting systems more generally (e.g., budgets, product profitability, customer profitability) rather than the specific techniques that may be part of the overall system (e.g., target costing, quality costing, etc.). As such, their list of MA topics examined is narrower than ours. 14 Where necessary we elaborated on certain MA techniques to ensure the interviewees had a common understanding of the nature of the items being discussed. For example, both target costing and flexible budgets were techniques for which many interviewees needed further explanation as to their meaning.
• Finally, the interviewee was asked to identify and describe any MA techniques the company was planning to adopt or develop in the near future.
All interviews were conducted on the premises of the participating organization and were completed over a three-month period during spring/summer of 2012.
Interviews ranged in length from 45 minutes to 90 minutes with an average of about 60
minutes. Both authors were present at all interviews and took notes and with two exceptions all interviews were digitally recorded. 15 An offices services professional with no knowledge of our study's objectives transcribed all recordings. All results reported in the next section are based on a review and coding of the detailed transcriptions. Given the descriptive focus of our study all transcriptions were coded either by one of the authors or a research assistant who holds a graduate degree in accounting.
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The average work experience of the executives we interviewed was 5.4 years (range18 months to 27 years) in their current position. Their total work experience since graduation from university (all were university graduates) was 16.5 years (range 4-27 years). Consequently, we are confident that the respondents were excellent spokespersons to provide accurate information on the questions we were asking. Ten of the 11 firms were willing to disclose their annual revenue, which ranged from $1M to $90M. 15 The recording device malfunctioned during the first two interviews, both of which were conducted the same afternoon. Results for these interviews are based on detailed notes taken by the two authors. 16 Because the coding of transcripts required no interpretation of responses but rather primarily involved documenting answers to specific questions (e.g., are operating budgets used, yes or no?) we did not feel it necessary to have multiple independent coders for each transcript. Both authors reviewed the coding performed by the RA for accuracy and any differences were reconciled.
RESULTS
Use of Management Accounting Techniques
In this section we present the results of our first research question:
RQ1: To what extent are the common MA techniques taught to business students at Canadian post-secondary institutions being used by Canadian SME's? Table 3 highlights the responses from the 11 firms regarding the use (and usage intensity) of the 19 management accounting techniques. We summarize the findings using the four categories of management accounting techniques and tools we explored.
For each item we report the number and percentage of companies that are using it and the intensity (low, moderate or high) of usage. Intensity of usage details were gathered during the interviews through use of probing questions that asked participants to discuss how, and to what extent specific tools were being used. Low usage generally meant that the technique was in its infancy or only infrequently used. Moderate usage meant that the technique was being utilized but not to its full potential. High usage meant that firms were utilizing the techniques in a similar manner to what would be described in leading textbooks. Since the boundaries of these descriptive labels were not always exact, we also created two additional columns designed to highlight the results in a more aggregated manner. In many circumstances, there seemed to be only a slight degree of difference between firms indicating a "no use" vs. "low use" of a technique. Consequently, Table 3 provides a combined "No + Lo" column. Similarly, the distinction between "moderate and high" usage was often borderline so we created a similar aggregated column. It was clear from the interviews is that there was a clear difference between the "No + Lo" and the "Moderate + High" responses.
17
Insert Table 3 about here While acknowledging the small sample size, there are several observations of interest from the data in Table 3 . Noteworthy are the following:
Costing Systems
There was strong support for the use of generalized costing systems. This was almost always a version of a job cost system with the "job" being either the client or a project. Small firms employed simple approaches such as using excel spreadsheets, or outsourced their data to a third party. Medium sized firms had more robust costing systems. Typical medium sized company responses included:
A "Job" cost card is created for each project (many of these are large million dollar projects). The cost system tracks the project costs on a daily basis. Each project receives material, labour and an applied overhead. Project costs are rolled up to the company level then to the corporate level. Costs tracked are all "actuals" and A job cost system is created for each client -"we're a projectbased environment, and for our environment we have a bill of materials that is a combination of labour and materials and other expenses, and we will track to that budget".
Other key results regarding costing systems are as follows:
• Almost all of the more specific costing techniques -standard costing, target costing quality costing, and activity-based costing were utilized by less than 50% of the participants. The exception was variable costing. However, the "low" degree of use variable costing indicated that it was also viewed as only marginally useful.
• Target costing, quality costing and activity-based costing were the least frequently mentioned.
• Combining the "No + Lo" categories indicates that none of the specific costing techniques achieved a 50% utilization level.
Budgeting Systems
Operating budgets, which include master budgets, quarterly and rolling budgets are important organizational tools according to our respondents. Ten of the eleven companies employed them, often at highly sophisticated levels. The smaller the company, the more likely they were to focus on the cash component of the operating budget. A CEO of a small tech company was adamant about the importance of cash budgeting.
"Cash is always king, let me tell you. I go literally 12 months, week by week. I open the week with cash in the bank. What money do I expect to collect and deposit this week? What cheques am I writing this week, and I flow that out for a year -52 weeks -and then every week as actuals happen I change whatever I need to change, and it always rolls out 52 weeks, so at any given point in time I have a pretty good visibility into when cash runs out -or not".
As the size of the organization increases, so does the sophistication of its operating budget. Following are comments from two respondents, the second from an interviewee at a company larger than that of the first.
"Budgets are prepared on a quarterly basis and are kept track of on a monthly basis. A month's budget is the corresponding quarter's budget divided by 3." and "Yearly operating budgets are prepared and then broken into 12 separate months. Actual costs are compared to budgeted costs. Monthly budgetary and actual costs are tracked by project as well as by total company expenditures. Individual pools of cost are also carefully tracked."
We also found that flexible budgets, taking in the consequence of volume changes, are rarely used (18%). Capital budgets are reported as being used by less than half of the firms and even where they are employed the intensity of usage is usually low. While a few capital budgets involve acquisitions (other firms or new technologies), most relate to amounts required for maintenance and upgrading activities.
Responsibility Centre Reporting
All of the techniques under this category appear to be utilized by at least one half of the respondents with segment reporting (73%) and responsibility reporting (64%) being the most dominant. A small manufacturing company indicated that it assigned profit and loss responsibility at several layers, as well as assigning responsibility to such cost centre activities as human resources and information technology. A mid-size automation firm with three businesses reported:
"Each of our business unit managers is responsible for the profit and loss of their business unit. Within each business unit, a "project margin" is computed for each project carried out by the unit then there is an "operating margin" that is computed by taking the total project margin and subtracting the corporate overhead allocation charges."
While more than half of the participants report using transfer pricing, it is noteworthy that it is not used in the "managerial" sense of pricing between profit centres. Rather, it is utilized almost solely as a tax liability management tool. None of our respondents indicated using the balanced scorecard (BSC) model of financial, customer, internal process, and learning and growth categories for measuring performance. However, all of the respondents indicated using a mix of financial and non-financial metrics that they commonly described as key indicators or critical performance measures. Moreover, some of the companies appear to use a reasonably sophisticated measurement system. For example one respondent at a manufacturing 
Reasons Management Accounting Techniques Not Used
In this section we present the results for our second research question:
RQ2: For common MA techniques taught to business students at Canadian post-secondary institutions, but not commonly used by Canadian SME's, what are the reasons for the lack of use?
As reported in Table 3 , there are several techniques that nearly two-thirds or more of our respondents indicating not using at all: target costing (64%), quality costing (73%), activity-based costing (82%), flexible budgets (91%), the balanced scorecard (91%), discounted cash flow analysis (82%) and cost behavior analysis (73%). In the sections that follow, we discuss the rationale provided by our interviewees for not using each of these techniques.
Costing Techniques
The most common reason provided for not using target costing was that the company was not a price-taker but instead, was able to set prices for its products or services. Common reasons for not using quality costing were that the company's costing system had not yet developed to the point of tracking quality costs or that those costs were deemed to be immaterial and thus did not warrant separate recording and analysis. One respondent indicated her/his company did not track quality costs because he/she saw little value in them for decision-making purposes:
" For most of the companies that did not use activity based costing, the reasons provided were that they have too few products or services to justify use of a more sophisticated costing system, or that most of their product or service related costs are direct costs. An interviewee at a medium size company, where activity-based costing seemed applicable, indicated he/she simply saw no value in the approach.
"A cost benefit analysis on that (activity-based costing) is going to be hugely negative. I can't even come up with any advantage of us doing that. We'd need a fleet of freaking people just to track it." Flexible Budgets
Flexible budgeting represents the least used technique by our respondents with only two SME's employing it and even then, their use was limited. Interestingly, the respondents indicated that rather than restating the budget to reflect actual activity levels, they relied heavily on developing forecasts as a forward-looking planning tool.
That is, preparing flexible budgets as a means of better understanding what had already happened was viewed as less valuable than using changes in activity levels to forecast future revenues, expenses and cash flows. Comments in keeping with this view follow:
"We might come up a revised forecast of what we think we're going to do, but the budget for performance measurements doesn't change." "We do what we call the forecast, so we have a budget that's kind of cast in stone, and then a forecast that I tweak every month, but the forecast is everything."
Another respondent implied that he/she believed the cost of preparing flexible budgets exceeds the benefits of doing so:
"The first thing you do is adjust the operation. We don't sit around coming up with a bunch of paperwork."
Balanced Scorecard
No respondents indicated using the BSC framework for measuring performance with the most common reason for non-adoption being that the technique was simply too complex for smaller companies. Responses from two interviewees highlight this reasoning: The next most common reason for not using the BSC was that the four categories (financial, customer, internal processes, learning and growth) used in the framework were too restrictive or not applicable to the company's operations.
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Discounted Cash Flow Analysis
The two most common reasons for not using discounted cash flow analysis (DCF) provided by our respondents were either that capital expenditures were relatively small or that the type of capital spending was not discretionary, but rather a necessity (e.g., server expansion) not requiring sophisticated analysis. The following quotes illustrate the rationale for not using DCF analysis provided by many of the respondents: 
Additional Analysis
Recognizing the limitations of sub-dividing an already small sample, we performed two additional analyses to determine if other patterns of management accounting technique usage appear in our data. Specifically, we: (a) compared small firms (n = 5) versus medium firms (n = 6) (see Table 4 ) and (b) compared manufacturing (n = 6) versus non-manufacturing (n = 5) firms (see Table 5 ).
Insert Tables 4 and 5 about here
Small versus Medium Size Firms
This analysis compares small firms (<100 employees) to medium sized firms (>100 and <500 employees). We expected that as firm size increased so too would the usage of management accounting techniques. Key observations from this analysis indicate:
• Medium sized firms tend to have both a higher frequency of general (job) costing system adoption as well as utilizing them in a more intense manner (moderate + high categories) than do small firms.
• Operating budgets are utilized heavily by both small and medium sized organizations. Only one (small) firm indicated that it was not using this planning and control tool.
• Medium sized firms adopt capital budgets more frequently than small firms.
• As firms reach medium size they are more likely to adopt responsibility centre reporting techniques such as segment reporting, responsibility centre reporting, cost allocations and transfer pricing and to utilize them more intensely.
• Variance analysis is used widely by both small and medium sized organizations.
The difference is that medium size firms devote more time and effort to their analysis.
Manufacturing versus Non-Manufacturing Firms
Our final analysis compares non-manufacturing firms (n = 5) with firms indicating that at least 20% of their revenue was derived from manufacturing operations (n = 6).
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We noted earlier that manufacturing's contribution to Canada's GDP is only about one half of what it was in 1960. Since management accounting was largely a product of the manufacturing era, we expected those firms with manufacturing operations to rely more heavily on management accounting techniques than firms in the hi-tech or automation sectors. Since we had an almost equal number of manufacturing and nonmanufacturing firms, this provided us an opportunity to make such a comparison. Key observations from this analysis indicated:
• There is a striking difference between non-manufacturing and manufacturing firms in the adoption rates of management accounting techniques described in Table 3 . Interestingly, these differences are much greater than those noted between "small" and "medium" sized firms.
• These differences exist across all four areas (costing systems, budgeting systems, responsibility centre reporting and analysis for decision making) with the biggest differences occurring at the level of utilization of standard costing, variable costing, capital budgets, segment reporting, responsibility centre reporting and cost behavior analysis. DISCUSSION SME's are a large and important component of the Canadian economy but despite this, there has been a general lack of research on their use (or lack thereof) of MA techniques. Utilizing in-depth interviews with senior management at 11 companies, we were able to explore the use of management accounting techniques by SME's across several industries in Southwestern Ontario.
While acknowledging that our research is limited by a small sample size and a limited geographic area, we believe that our interviews revealed some interesting observations. For example, of the 19 management accounting tools, only four were utilized at either a moderate or high rate. And arguably, one of these, financial statement analysis, is not a MA tool, per se. SME's appear to value the importance of costing systems, operational budgets and the information gained from analyzing the variance from budget expectations. Beyond that, the utility of management accounting procedures seems marginal.
Since this is a pilot study involving a limited number of firms concentrated in a particular geographic region, we recognize that generalizations are not in order and future work is needed to expand the breadth of this study. For example, we are now beginning a replication of this study in the Australian SME environment. However, if what we have observed is replicated in other settings or jurisdictions, there may be some important implications. First, our results (along with those documented in our literature review) raise questions about the usefulness of many management accounting techniques to SME's. Clearly, many techniques are not viewed as sufficiently valueadded (i.e., they fail the cost-benefit test) for SME's to adopt. This then leads to the question as to why so many techniques are not being adopted. A simple answer is that most SME's have simply not yet achieved the critical mass in terms of the scale of operations where they can benefit from many management accounting tools. But since so few SME's ever achieve large (>500 employees) status, this does not hold out great promise for the role of management accounting in smaller organizations. Furthermore, as Blank (2012) has argued, the focus of SME's must be less on traditional planning and control procedures and more on searching for the appropriate business model. Canada and provincial CMA's -be in supporting SME's? Our plan, once extensions of this research are accomplished, is to bring representatives from SME organizations together with academics, small accounting practitioners, consultants and the accounting bodies together for a day long symposium to address a number of these issues.
While we acknowledge that our preliminary results may raise more questions than they answer, we believe these are important questions that must be addressed both with respect to how we educate our future management accountants, and how we support their continuing professional development. 2 3 1 0 2 40% 60% 20% 0% 40% 1 5 1 2 2 17% 83% 17% 33% 33% Standard Costs 3 2 0 2 0 60% 40% 0% 40% 0% 3 3 1 1 1 50% 50% 17% 17% 17% Variable Costing 2 3 2 0 1 40% 60% 40% 0% 20% 2 4 2 2 0 34% 66% 34% 34% 0% Target Costing 2 3 1 1 1 40% 60% 20% 20% 20% 5 1 0 0 1 83% 17% 0% 0% 17% Quality Costing 3 2 1 1 0 60% 40% 20% 20% 0% 5 1 0 1 0 83% 17% 0% 17% 0% Activity--based Costing 4 1 1 0 0 80% 20% 20% 0% 0% 5 1 1 0 0 83% 17% 17% 0% 0%
Budgeting Systems
Operating Budgets 1 4 1 1 2 20% 80% 20% 20% 40% 0 6 1 1 4 0% 100% 17% 17% 66% Flexible Budgets 4 1 1 0 0 80% 20% 20% 0% 0% 5 1 0 1 0 83% 17% 0% 17% 0% Capital Budgets 4 1 0 1 0 80% 20% 0% 20% 0% 2 4 4 0 0 34% 66% 66% 0% 0%
Responsibility Centre Reporting
Segment Reporting 2 3 1 1 1 40% 60% 20% 20% 20% 1 5 1 1 3 17% 83% 17% 17% 50% Responsibility Centre Reporting 4 1 0 0 1 80% 20% 0% 0% 20% 0 6 1 1 4 0% 100% 17% 17% 66% Cost Allocations 3 2 1 0 1 60% 40% 20% 0% 20% 2 4 2 0 2 34% 66% 34% 0% 34% Transfer Pricing 4 1 0 1 0 80% 20% 0% 20% 0% 1 5 2 3 0 17% 83% 34% 50% 0% BSC or other performance reporting system 0 5 4 1 0 0% 100% 80% 20% 0% 0 6 4 2 0 0% 100% 66% 34% 0%
Analysis for Decision Making
Variance analysis 1 4 2 2 0 20% 80% 40% 40% 0% 0 6 0 5 1 0% 100% 0% 83% 17% Discounted Cash Flow Analysis 4 1 0 1 0 80% 20% 0% 20% 0% 5 1 1 0 0 83% 17% 17% 0% 0% Overhead Analysis 2 3 1 2 0 40% 60% 20% 40% 0% 2 4 1 2 1 34% 66% 17% 34% 17% Cost Behaviour Analysis 3 2 0 1 1 60% 40% 0% 20% 20% 5 1 1 0 0 83% 17% 17% 0% 0% Financial Statement Analysis 0 5 2 3 0 0% 100% 40% 60% 0% 0 6 0 2 4 0% 100% 0% 34% 66%
SMALL COMPANIES MEDIUM COMPANIES
Small <100 employees Percentage Medium >100 and <500 employees Percentage 2 3 2 0 1 40% 60% 40% 0% 20% 1 5 0 2 3 17% 83% 0% 34% 50% Standard Costs 5 0 0 0 0 100% 0% 0% 0% 0% 1 5 1 3 1 17% 83% 17% 50% 17% Variable Costing 3 2 2 0 0 60% 40% 40% 0% 0% 1 5 2 2 1 17% 83% 34% 34% 17% Target Costing 3 2 1 0 1 60% 40% 20% 0% 20% 4 2 0 1 1 66% 34% 0% 17% 17% Quality Costing 5 0 0 0 0 100% 0% 0% 0% 0% 3 3 1 2 0 50% 50% 17% 34% 0% Activity--based Costing 5 0 0 0 0 100% 0% 0% 0% 0% 4 2 2 0 0 66% 34% 34% 0% 0%
Budgeting Systems
Operating Budgets 1 4 2 0 2 20% 80% 40% 0% 40% 0 6 0 2 4 0% 100% 0% 34% 66% Flexible Budgets 5 0 0 0 0 100% 0% 0% 0% 0% 4 2 0 2 0 66% 34% 0% 34% 0% Capital Budgets 5 0 0 0 0 100% 0% 0% 0% 0% 1 5 4 1 0 17% 83% 66% 17% 0%
Responsibility Centre Reporting
Segment Reporting 2 3 1 1 1 40% 60% 20% 20% 20% 1 5 1 2 2 17% 83% 17% 34% 34% Responsibility Centre Reporting 3 2 0 0 2 60% 40% 0% 0% 40% 1 5 1 1 3 17% 83% 17% 17% 50% Cost Allocations 3 2 0 1 1 60% 40% 0% 20% 20% 2 4 1 1 2 34% 66% 17% 17% 34% Transfer Pricing 3 2 2 0 0 60% 40% 40% 0% 0% 2 4 0 4 0 34% 66% 0% 66% 0% BSC or other performance reporting system 0 5 5 0 0 0% 100% 100% 0% 0% 0 6 3 3 0 0% 100% 50% 50% 0%
Analysis for Decision Making
Variance analysis 1 4 1 2 1 20% 80% 20% 40% 20% 0 6 1 5 0 0% 100% 17% 83% 0% Discounted Cash Flow Analysis 5 0 0 0 0 100% 0% 0% 0% 0% 4 2 1 1 0 66% 34% 17% 17% 0% Overhead Analysis 2 3 2 1 0 40% 60% 40% 20% 0% 2 4 0 3 1 34% 66% 0% 50% 17% Cost Behaviour Analysis 5 0 0 0 0 100% 0% 0% 0% 0% 3 3 1 1 1 50% 50% 17% 17% 17% Financial Statement Analysis 0 5 2 2 1 0% 100% 40% 40% 20% 0 6 0 3 3 0% 100% 0% 50% 50% 
